
GRAHAM COUNTY UTILITIES, INC. -WATER 

DOCKET NO. W-02527A-06-0505 

DECISION NO. 69245 COMPLIANCE ITEM 

FILE EXECUTED FINANCING DOCUMENTS 

4 

= 
2-3. 
-c 

I 
a3 

U 
G 
n3 
h, 



107. County taxes 
108. Assessments 

SELLER INSTRUCTION - If this real estate was your principle residence, file form 21 19, Sale or Exchanae of Prlncrpal Residence, for any galn. wlth your Income lax return for other 

406. City/town taxes 

407. County taxes 
408. Assessments 

transactions. complete the applicable parts of form 4797, Form 6252 andlor Schedule D (Form 1040) 

YOU are iequiiea oy law 10 provioe banom i !tie Agency, inc (YLU) 4LU-ub4~ witn your correct taxpayer iaentliicarlon numDer 
If you do not provide Safford Title Agency. Inc (928) 428-0542 with your correct taxpayer Identdlcation number, you may be sublect to civil or criminal penalties 



. "  . 
702. $ Settlement Settlement 
703. Commission paid at settlement 
7 n A  

812. Processing fee 

813. Lean in Procsas to USDA Rural Development 972,932 55 

901. Interest from 

902. Mortgage insurance premium for 
903. Hazard insurance premium for 
904. Flood insurance premium for 

I 

1100 Title charges .* r' * *  . 
1101 Sett ement or closing fee to Safford Title Agency Inc 105000 I , 
1102 Abstract or title search 
1103 Title examination 
1104. Title insurance binder 

1105. Document preparation 
1106 Notaw fens 

includes above items no. I 
1109. Lender's coverage $1,100,000 00 $4,086 00 

I202 Citylcounty taxfstamps 
1203. State taxfstarnps 
1204 Affidavit of value 
1205. 
1206. 

2006 1st half taxes (905-00-630) - PD 

2006 1st half taxes (905-00-680) - PD 

Graham County Utilities, Inc 

h I have prepared is a true and accurate account 01 the funds which Were received and have been or will be 

b -  
- I  

Date 



NT ( M TO SETTLE 

I have carefully reviewed the HUD-1 settlement statement and to the best of my knowledge and b 
statement of all receipts and disbursements made on my account or by me in this transaction. I further certify that I have 
received a copy of the HUD-1 settlement statement. 

Graham County Utilities, Inc., an Arizo 
corporation 

the best of my knowledge, the " D - 1  settlement state 1 have prepared is a d accurate account of the 
nds which were received and have been or will be disbursed by the undersigned as part of the settlement of this transaction. 

conviction can include a fine and imprisonment. For details see: Title 18 U. S. Code Section 1001 & Section 1010. 



RURAL UTILITIES SERVICE 

THIS AGREEMENT dated 3/1/2007 

ition, constructio capital improvement 
of a (water) (sewer) system to serve the area under jurisdiction at an estimated cost of 
and has duly authorized the undertaking of such project. 

$ 2,201,620 

Grantee is able to finance not more than 
charges, taxes or assessments, or funds o 

cost through revenues, 
esulting in a reasonable user charge. 

ntor has agreed to grant the Grantee a sum not to exceed 
aid development costs, whichever is the lesser, subject to 

Provided, however, that the proportionate share of any 
purposes shall be returned immediately to the Grantor. The Grantor may terminate the grant in whole, or in part, 
at any time before the date of completion, whenever it is determined that the Grantee has failed to comply with 
the conditions of the grant. 

dition of this p a n  ement, the Grantee a 
comply in the course of the agreement with all applicab 
applicable requirements, including those set out in 7 CFR 3015.205(b), which hereby are incorporated into this 
agreement by reference, and such other statutory provisions as are specifically set forth herein. 

, THEREFOW, In ideration of said grant by Grantor to Grantee, to be made pursuant to 
tion 306 (a) of the Consolidated Farm and Rural Development Act the purpose only of defraying a part not 

to exceed 44.04% percent of the development costs, as defined by applicable Rural Utilities Service 
Instructions. 

GRANTEE A 

A. 
ce with the project plans and specifications and any modifications thereof prepared by Grantee and 

Cause said project to be constructed wi 

proved by Grantor. 

J 

3. 
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B. Permit periodic inspection of the construction by a representative of Grantor during construction. 

C. Manage, operate and maintain the system, including this project if less than the whole of said system, 
continuously in an efficient and economical manner. 

D. Make the services of said system available within its capacity to all persons in Grantee's service area 
without discrimination as to race, color, religion, sex, national origin, age, marital status, or physical or mental 
handicap (possess capacity to enter into legal contract for services) at reasonable charges, including 
assessments, taxes, or fees in accordance with a schedule of such charges, whether for one or more classes 

of service. adopted bv resolution dated 
Grantee. The initial rate schedule must be approved by Grantor. Thereafter, Grantee may make such modifications 
to the rate system as long as the rate schedule remains reasonable and nondiscriminatory. 

, as may be modified from time to time by 

E. Adjust its operating costs and service charges from time to time to provide for adequate operation and 
maintenance, emergency repair reserws, obsolescence reserves, debt service and debt service reserves. 

F. Expand its system fi-om time to time to meet reasonably anticipated growth or service requirements in 
the area within its jurisdiction. 

G. Provide Grantor with such periodic reports as it.may require and permit periodic inspection of its 
operations by a representative of the Grantor. 

H. To execute any agreements required by Grantor which Grantee is legally authorized to execute. 
If any such agreement has been executed by Grantee as a result of a loan being made to Grantee by Grantor 
contemporaneously with the making of this grant, another agreement of the same type need not be executed 
in connection with this grant. 

I. Upon any default under its representations or agreements set forth in this instrument, Grantee, at the 
option and demand of Grantor, will repay to Grantor forthwith the original principal amount of the grant stated 
herein above with the interest at the rate of 5 percentum per annum from the date of the default. Default by the 
Grantee will constitute termination of the grant thereby causing cancellation of Federal assistance under the grant. 
The provisions of this Grant Agreement may be enforced by Grantor, at its option and without regard to prior 
waivers by it previous defaults of Grantee, by judicial proceedings to require specific performance of the terms of 
this Grant Agreement or by such other proceedings in law or equity, in either Federal or State courts, as may be 
deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and the laws and 
regulations under which this grant is made. 

J. Return immediately to Grantor, as required by the regulations of Grantor, any grant funds actually' 
advanced and not needed by Grantee for approved purposes. 

K. Use the real property including land, land improvements, structures, and appurtenances thereto, for 
authorized purposes of the grant as long as needed. 

1, Title to real property shall vest in the recipient subject to the condition that the Grantee shall use the 
real property for the authorized purpose of the original grant as long as needed. 

2. The Grantee shall obtain approval by the Grantor agency for the use of the real property in other 
projects when the Grantee determines that the property is no longer needed for the original grant 
purposes. Use in other projects shall be limited to those under other Federal grant programs or 
programs that have purposes consistent with those authorized for support by the Grantor. 
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3. When the real property is no longer needed as provided in 1 and 2 above, the Grantee shall request 
disposition instructions from the Grantor agency or its successor Federal agency. The Grantor agency 
shall observe the following rules in the disposition instructions: 

(a) The Grantee may be permitted to retain title after it compensates the Federal Government in 
an amount computed by applying the Federal percentage of participation in the cost of the 
original project to the fair market value of the property. 

(b) The Grantee may be directed to sell the property under guidelines provided by the Grantor 
agency. When the Grantee is authorized or required to sell the property, proper sales procedures 
shall be established that provide for competition to the extent practicable and result in the highest 
possible return. 
[Revision 1, 04/17/1998] 

(c) The Grantee may be directed to transfer title to the property to the Federal Govement  
provided that in such cases the Grantee shall be entitled to compensation computed by applying 
the Grantee’s percentage of participation in the cost of the program or project to the current fair 
market value of the property. 

This Grant Agreement covers the following described real property (use continuation sheets as necessary). 

L. Abide by the following conditions pertaining to equipment which is furnished by the Grantor or acquired 
wholly or in part with grant funds. Equipment means tangible, non-expendable personal property having a useful 
life of more than one year and an acquisition cost of $5,000 or more per unit. A Grantee may use its own definition 
of equipment provided that such definition would at’least include all equipment defined above. 

Bevision 1,04/17/1998] 

1. Use of equipment. 

(a) The Grantee shall use the equipment in the project for which it was acquired as long as 
needed. When no longer needed for the original project, the Grantee shall use the equipment in 
connection with its other Federally sponsored activities, if any, in the following order of priority: 

(1) Activities sponsored by the Grantor. 

(2) Activities sponsored by other Federal agencies. 

(b) During the time that equipment is held for use on the project for which it was acquired, the 
Grantee shall make it available for use on other projects if such other use will not interfere with 
the work on the project for which the equipment was originally acquired. First preference for 
such other use shall be given to Grantor sponsored projects. Second preference will be given to 
other Federally sponsored projects. 
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2. Disposition of equipment. When the Grantee no longer needs the equipment as provided in paragraph 
(a) above, the equipment may be used for other activities in accordance with the following standards: 

(a) Equipment with a current per unit fair market value of less than $5,000. The Grantee may use 
the equipment for other activities without reimbursement to the Federal Government or sell the 
equipment and retain the proceeds. 

(b) Equipment with a current per unit fair market value of $5,000 or more. The Grantee may retain 
the equipment for other uses provided that compensation is made to the original Grantor agency or 
its successor. The amount of compensation shall be computed by applying the percentage of 
Federal participation in the cost of the original project or program to the current fair market value or 
proceeds from sale of the equipment. If the Grantee has no need for the equipment and the 
equipment has fbrther use value, the Grantee shall request disposition instructions from the original 
Grantor agency. 

The GrtPrmtsf agency shall determine whether the equipment can be used to meet the agency's 
requirements. If no requirement exists within that agency, the availability of the equipment shall be 
reported, in accordance with the guidelines of the Federal Property Management Regulations 
(FPMR), to the General Services Administration by the Grantor agency to determine whether a 
requirement for the equipment exists in other Federal agencies. The Grantor agency shall issue 
instructions to the Grantee no later than 120 days after the Grantee requests and the following 
procedures shall govern: 

(1) If so instructed or if disposition instructions are not issued within 120 calendar days after 
the Grantee's request, the Grantee shall sell the equipment and reimburse the Grantor 
agency an amount computed by applying to the sales proceeds the percentage of Federal 
participation in the cost of the original project or program. However, the Grantee shall be 
permitted to deduct and retain from the Federal share ten percent of the proceeds, for 
Grantee's selling and handling expenses. 

(2) If the Grantee is instructed to ship the equipment elsewhere the Grantee shall be 
reimbursed by the benefiting Federal agency with an amount which is computed by applying 
the percentage of the Grantee participation in the cost of the original grant project or program 
to the current fair market value of the equipment, plus any reasonable shipping or interim 
storage costs incurred. 

(3) If the Graniea is instructed to otherwise dispose of the equipment, the Grantee shall be 
reimbursed by the Grantor agency for such costs incurred in its disposition. 

3. The Grantee's property management standards for equipment shall also include: 

(a) Records which accurately provide for: a description of the equipment; manufacturer's serial 
number or other identification number; acquisition date and cost; source of the equipment; 
percentage (at the end of budget year) of Federal participation in the cost of the project for which the 
equipment was acquired; location, use and condition of the equipment and the date the information 
was reported; and ultimate disposition data including sales price or the method used to determine 
current fair market value if the Grantee reimburses the Grantor for its share. 

(b) A physical inventory of equipment shall be taken and the results reconciled with the equipment 
records at least once every two years to verify the existence, current utilization, and continued need 
need for the equipment. , 
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(c) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or 
theft of the equipment. Any loss, damage, or theft of equipment shall be investigated an fully 
documented . 

(d) Adequate maintenance procedures shall be implemented to keep the equipment in good 
condition. 

(e) Proper sales procedures shall be established for unneeded equipment which would provide for 
competition to the extent practicable and result in the highest possible return. 

This Grant Agreement covers the following described equipment (use continuation sheets as necessary), 

All equipment purchased with grant funds. 

M. Provide Financial Management Systems which will include: 

1. Accurate, current, and complete disclosure of the financial results of each grant. Financial reporting will 
be on an accrual basis. 

2. Records which identify adequately the source and application of hnds for grant-supported activities. 
Those records shall contain information pertaining to grant awards and authorizations, obligations, 
unobligated balances, assets, liabilities, outlays, and income. 

3.  Effective control over and accountability for all funds, property and other assets. Grantees shall 
adequately safeguard all such assets and shall assure that they are used solely for authorized purposes. 

4. Accounting records supported by source documentation. 

N. Retain financial records, supporting documents, stitatistical reccxds, and all other records pertinent to the 
grant fot 8 period of at least three years aRer grant closing except that the records shall be retained beyond the 
three-year period if audit findings have not been resolved. Microfilm or photo copies or similar methods may be 
substituted in lieu of original records. The Grantor and the Comptroller General of the United States, or any of 
their duly authorized representatives, shall have access to any books, documents, papers, and records of the 
Grantee’s government which are pertinent to the specific grant program for the purpose of making audits, 
examinations, excerpts and transcripts. 

0. Provide information as requested by the Grantor to determine the need for and complete any necessary 
Environmental Impact Statements. 

P. Provide an audit report prepared in accordance with Grantor regulations to allow the Grantor to 
determine that funds have been used in compliance with the proposal, any applicable laws and regulations and 
this Agreement. 

Q, Agree to ticcount ~ n d  to return to Grantor interest earned on grant funds pending their disbursement 
for program purposes when the Grantee is a unit of local government. States and agencies or instrumentality’s of 
states shall not be held accountable for interest earned on grant funds pending their disbursement. 



RUS Bulletin 1780-12 
Page 6 

R. Not encumber, transfer or dispose of the property or any part thereof, furnished by the Grantor or 
acquired wholly or in part with Grantor funds without the written consent of the Grantor except as provided in item 
K above. 

Kick Back" Act (1 8 U.S.C. 874) as supplemented in Department of Labor regulations (29 CFR, Part 3). The 
Grantee shall report all suspected or reported violations to the Grantor. 

S. To include in all contracts for construction or repair a provision for compliance with the Copeland "Anti- 

T. To include in all contracts in excess of $100,000 a provision that the contractor agrees to comply with all 
the requirements of the Clean Air Act (42 U.S.C. $7414) and Section 308 of the Water Pollution Control Act (33 
U.S.C. 5 13 18) relating to inspection, monitoring, entry, reports, and information, as well as all other requirements 
specified in Section 114 of the Clean Air Act and Section 308 of the Water Pollution Control Act and all regulations 
and guidelines issued thereunder after the award of the contract. In so doing the Contractor further agrees: 
[Revision 1.11/20/19971 

1. As a condition for the award of contract, to notify the Owner of the receipt of any communication from 
the Environmental Protection Agency (EPA) indicating that a facility to be utilized in the performance of the 
contract is under consideration to be listed on the EPA list of Violating Facilities. Prompt notification is 
required prior to contract award, 

2. To certify that any facility to be utilized in the performance of any nonexempt contractor subcontract is 
not listed on the EPA list of Violating Facilities pursuant to 40 CFR Part 32 as of the date of contract award. 

[Revision 1, 11/20/97] 

3, To include or cause to be included the above criteria and the requirements in every nonexempt 
subcontract and that the Contractor will take such action as the Government may direct as a means of 
enforcing such provisions. 

As used in these paragraphs the term "facility" means any building, plan, installation, structure, mine, vessel or 
other floating craft, Iscation, or site of operations, owned, leased, or supervised by a Grantee, cooperator, 
contractor, or subcontractor, to be utilized in the performance of a grant, agreement, contract, subgrant, or 
subcontract. Where a location or site of operation contains or includes more than one building, plant, installation, 
or structure, the entire location shall be deemed to be a facility except where the Director, Office of Federal 
Activities, Environmental Protection Agency, determines that independent facilities are co-located in one 
geographical area. 

Grantor Agrees That It: 

A. Will make available to Grantee for the purpose of this Agreement not to exceed $969,620.00. 
which it will advance to Grantee to meet not to exceed 44.04'/0 
project in accordance with the actual needs of Grantee as determined by Grantor. 

percent of the project development costs of the 

B. Will assist Grantee, within available appropriations, with such technical assistance as Grantor deems 
appropriate in planning the project and coordinating the plan with local official comprehensive plans for sewer and 
water and with any State or area plans for the area in which the project is located. 

C. At its sole discretion and at any time may give any consent, deferment, subordination, release, 
satisfaction, or termination of any or all of Grantee's grant obligations, with or without valuable consideration, upon 
such terms and conditions as Grantor may determine to be ( I )  advisable t'o further the purpose of the grant or to 
protect Grantor's financial interest therein and (2) consistent with both the statutory purposes of the grant and the 
limitations of the statutory authority under which it is made. 

I 
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Termination of This Agreement 

This Agreement may be terminated for cause in the event of default on the part of the Grantee as provided 
in paragraph I above or for convenience of the Grantor and Grantee prior to the date of completion of the grant 
purpose. Termination for convenience will occur when both the Grantee and Grantor agree that the continuation 
of the project will not produce beneficial results commensurate with the further expenditure of fhds .  

I 
In witness whereof Grantee on the date first above written has caused these presence to be executed by 

its duly authorized 

and attested and its corporate seal affixed by its duly authorized 

Secretary 

I 

Attest: 

By: 

(Title) 

UNITED STATES OF AMERICA 

RURAL UTILITIES SERVICE 

By: 

(Title) 

I 



USDA, Rural Development 
230 N. 1st Ave., Suite 206 
Phoenix, AZ 85003-1 706 



I W  

I I .  

Sa. ORGANIZATION'S NAME 

UCC FINANCING STATEMENTADDENDUM 

FIRST NAME 

I 

MIDDLE NAMESUFFIX 

OR 
BUFFIX FIRST NAME MIDDLE NAME I l b .  INDIVIDUAL'S LAST NAME 

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY 

11. ADDITIONAL DEBTOR'S EXACT FULL LEGAL NAME-insertonlye[~ename(l laorI lb) -  donolabbreviateorcombinenames 
I l a .  ORGANIZATIONS NAME 

C I N  11c. MAILING ADDRESS COUNTRY STATE POSTAL CODE 

1ld.TAX I D #  SSNOREIN ADDLINFO RE ~1le.TYPEOFORGANlZATlON ~1lf.JURlSDlCTlONOFORGANlZATlON 11 ig. ORGANIZATIONAL ID #, if any 
ORGANIZATION 

OR 
12b. INDIVIDUAL'S LAST NAME 

15. Name and address of a RECORD OWNER of above-described real estate 
(if Debtor does not have a record interest): 

FIRST NAME 

CITY 

SUFFIX MIDDLE NAME 

STATE POSTAL CODE COUNTRY 

17. Check If applicable and check Q& one box 

- 
Debtorls aTRANSMlTTING UTlL lN 

Filed in connection with a Manufactured-Home Transaction - effective 30 years 

1 ]Filed in connection with a Public-Finance Transaction - effective 30 years 

FILING OFFICE COPY-NATIONAL UCC FINANCING STATEMENT ADDENDUM (FORM UCCl Ad) (REV. 07/29/98) 

FORM SHOULD BE TYPEWRITTEN OR COMPUTER GENERATED 



FOR AND IN CONSIDERATION of a loan made to it by the United St 
acting through the United States Department of Agriculture, in the amount of 
$1,100,000.00, the said indebtedness being evidenced by a Promissory Notes executed by 
the undersigned to the United States of America, as follows: 

Interest Rate Date Last Installment Date Amount 

4.125% 3/1/2007 3/1/2047 !$ 1,100,000.00 

THE UNDERSIGNED DEBTOR DO 
UNITED STATES OF AMERICA all of the proceeds, revenue, assessments, contract 
rights, accounts, general intangibles and all other income of whatever nature or kind for 
the purpose of repaying the installments of principle and interest thereon. 

SSIGN AND SET 

fits THIS ASSIGNMENT shall not be deemed to 
members or stockholders, of any obligations pursuant to membership of stock 
subscriptions, promissory notes for payment of such subscriptions, or the assi 
any thereof the United States of America. 

IN WITNESS THEREOF, the Board of Dire 
to make this ASSIGNMENT, has caused its name to be hereunto subscribed by its 

to be attested by its Secretary this / day of 

s, having taken all the a 

, 27007 * 

Attest: 

5 -(- 0’7 
Date 



Form RD 440-22 
(Rev. 6-98) PROMISSORY NOTE 

(ASSOCIATION OR ORGANIZATION) 

N- ORGANIUTION 
HOUSING-ORGANIZATION 

PUBLIC BODY 
OTHER 

Date MARCH 1.2007 

FOR VALUE RECEIVED, 
(herein called “Borrower”) prom 
Business-Cooperative Service, o 

successor Agencies, United Stat 

PHOENIX. ARIZONA 

writing, the principal amount of 

t may hereafter designate in 

1.100,000.00 ), plus interest on the unused principal balance at the rate of FOUR 8z ONE EIGHTH percent 

( 4.125 
following dates: 

%) per annum. The said principal and interest shall be paid in the following 

on , 
$XXXXXXXXXXXX onXXXXXXXXXXXX , 
$- OnXXXXXXXXXXXX t 

$ X X X x X X X X X X X X  
$ 4.741.00 thereafter on the ofeach MON TH 

and interest are fully paid except that the final installment of the entire indebtedness evidenced hereby, 

not sooner paid, shall be due and payable 
at prepayments may be made as provided 
regoing schedule of payments. 

If the total amount of the loan is not advanced at the time of 
Borrower and approved by the Government and interest shall ac 
reverse hereof. 

the payment and then to principal. 

extra payments, as defined in the regulations of the Government according to the source of funds involved, shall, after payment of 
interest, be applied to the installments last to become due under this note and shall not affect the obligation of Borrower to pay the 
remaining installments as scheduled herein. 

e to make payments to the 
overnment as collection agent for the holder. No assignment of this note shall be effective unless the Borrower is notified in writing of 

the name and address of the assignee. The Borrower shall thereupon duly note in its records the occurrence of such assignment, together 
with the name and address of the assignee. 

ile this note is held by an insured lender, prepayments as ab0 the option of &e Government, 
d by the Government to the holder promptly or, except for final payment, be retained by the Government and remitted to the 

holder on either a calendar quarter basis or an annual installment due date basis. The effective date of every payment made by Borrower, 
except payments retained and remitted by the Government on an annual installment due date basis, shall be the date of theunited States 
Treasury check by which the Government remits the payment to the holder. The effective date of any prepayment retained and remitted 
by the Government to the holder on an annual installment due date basis shall be the date of the prepayment of Borrower, and the 
Government will pay the interest to which the holder is entitled accruing between the effective date of any such prepayment and the date 
of the Treasury check to the holder. 

Every payment made on any indebtedness evidenced by 

Prepayments of scheduled installme 

If the Government at any time assigns this note and insures the p t thereof, Borrower shall 

Position 2 
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Any amount advanced or expended by the Government for the collection hereof or to preserve or protect any security hereto, or 

otherwise under the terms of any security or other instrument executed in connection with the loan evidenced hereby, at the option of the 
Government shall become a part of and bear interest at the same rate as the principal of the debt evidenced hereby and be immediately due 
and payable by Borrower to the Government without demand. Borrower agrees to use the loan evidenced hereby solely for purposes 
authorized by the Government. 

Borrower hereby certifies that it is unable to obtain sufficient credit elsewhere to finance its actual needs at reasonable rates and 
terms, taking into consideration prevailing private and cooperative rates and terms in or near its community for loans for similar purposes 
and periods of time. 

If at any time it shall appear to the Government that Borrower may be able to obtain a loan from aresponsible cooperative or private 
credit source at reasonable rates and terms for loans for similar purposes and periods of time, Borrower will, at the Government’s request, 
apply for and accept such loan in sufficient amount to repay the Government. 

Default hereunder shall constitute default under any other instrument evidencing a debt or other obligation of Borrower to the 
Government or securing such a debt or other obligation and default under any such other instrument shall constitute default hereunder. 
Upon any such default, the Government at its option may declare all or any part of any such indebtedness immediately due and payable. 

This note is given as evidence of a loan to Borrower made or insured by the Government pursuant to the Consolidated Farm and 
Rural Development Act if the box opposite “Association” is checked under the heading “KIND OF LOAN,” or pursuant to Title V of the 
Housing Act of 1949 if the box opposite ‘’HOUSING-ORGANIZATION” is checked. This note shall be subject to the present regulations 
of the Government and to its future regulations not inconsistent with the express provisions hereof. 

Presentment, protest, and notice are hereby waived, 

GRAHAM COUNTY UTILITITES INC. 
(Name of Borrower) n 

(CORPORATE SEAL,) 

W 
A?TEST: PRESIDENT, BOARD OF DIRECTORS 

(Title of Executive Official) 

(Post Office Box No. or Street Address) 

(City, State, and Zip Code) 

PO DRAWER B 
(Signature of Attesting Official) 

f (Title of Attesting Oflicial) 
PIMA, AZ 85543 

PAY TO THE ORDER OF 

UNITED STATES OF AMERICA 
RURAL DEVELOPMENT 

(Name of Agency) 

BY 

I 
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THIS SECURITY AGREEMENT, d 
erica, acting through the Rural Utilities Service, United States Department of Agriculture (called 

March 1,2007, is made bewe 

Secured Party) and Graham County Utilities, Inc, (called the Debtor), whose mailing address is PO 
Drawer B, Pima, AZ 85543. 

. BECAUSE Debtor is justly indebted to Secured Party as evidenced by one or more certain promissory 
notes(s) or other instrument(s), and in the future may incur additional indebtedness to Secured Party 
which will also be evidenced by one or more promissory note(s) or other instrument(s), all of which are 
called “note”, which has been executed by Debtor, is payable to the order of Secured Party, and 
authorizes acceleration of the entire indebtedness at the option of Secured Party upon any default by 
Debtor; and 
(a) at all time when the note is held by Se d party, or in the event Secured party should assign this 
instrument without insurance of the payment of the note, to secured the prompt payment of all existing 
and future indebtedness and liabilities of Debtor to Secured Party and all renewals and extensions of such 
indebtedness and any additional loans of future advances to Debtor before or after made or insured by 
Secured Party under the then existing provisions of the laws administered by the United States of 
America, acting through the Rural Utility Service, United States Department of Agriculture. 
(b) at all times when the note is held by ay insured holder, to secure performance of debtor agreement in 
this instrument to indemnify and save harmless Secured Party against loss under its insurance contract by 
reason of any default by debtor. 
(c) in any event and at all times to secure the prompt payment of all advances and expenditures made be 

ecured Party, with interest, as described in this instrument, and the performance of every convenant and 
of Debtor contained in this instrument or in any supplementary agreement; DEBTOR 
to Secured Party a security interest in Debtor’s interest in the following collateral, including the 

proceeds and products thereof, after this collateral; 

acc 
intangibles, general intangibles, and equipment now in existence or which ma 
including the proceeds thereof derived from or pertaining to all activities o 
operating the water system. 

EBTOR WARRANTS, COVENANTS, AND A 
A, Debtor is the absolute and exclusive owner ofthe above described collateral 
from all liens, encumbrances, security and other interests and the Debtor will defend the collateral against 
the claims and demands of all other persons. 

B. Statements contained in D 
(1) use the loans hnds for the purposes for which they were or are advanced, 
(2) comply with such management plans as may be agreed upon from time to time by Debtor and Secured 

(3) care for and maintain the collateral in a good and proper manner, 
party, 



(4) insure the collateral in such amounts and manner as may be required by Secured Party, and if Debtor 

( 5 )  permit Secured Party to inspect the collateral at any reasonable time, 
(6)  not abandon the collateral or encumber, conceal, remove, or sell or otherwise dispose of it or any 

(7) not permit the collateral to be levied upon, injured or destroyed, or its value to be impaired. 

fails to do so, Secured Party, at it’s option, may procure such insurance, 

interest in the collateral, or permit others to do so, without the prior written consent of Secured Party, 

C. Debtor will pay promptly when due all 
(1) indebtedness evidenced by the note and any indebtedness to Secured Party secured by this instrument, 
(2)  rents, taxes, insurance premiums, levies, assessments, liens, and other encumbrances and costs of liens 
searches and maintenance and other charges now or later attaching to, levied on, or otherwise pertaining to 
the collateral or this security interest, 
(3) filing or recording fees for instruments necessary to perfect, continue, service, or terminate this 
security interest, and 
(4) fees and other charges now or later required by regulations of United States of America, acting 
through the Rural Utility Services, United States Department of Agriculture. 

At all times when the note is held by an insured holder, Debtor shall continue to make payments on the 
note to Secured Party, as collection agent for the holder. 

D. If the note is insured by Secured Party, Debtor will indemnifjr and save harmless Secured Party against 
any loss by reason of any default of Debtor. 

E. At all times when the note is held by an insured holder, any amount due and unpaid under the terms 
of the note to which the holder is entitled may be paid by Secured Party to the holder of the note for the 
account of the Debtor. Any amount due and unpaid under the terms of the note, whether it is held by 
Secured Party or by the insured holder, may be credited by the Secured Party on the note and thereupon 
shall constitute an advance by Secured Party for the account of Debtor. Any advance by Secured Party as 
described in this paragraph shall bear interest at the note rate from the date on which the amount of the 
advance was due to the date of payment to Secured Party, provided that Borrower shall be required to pay 
interest on only the principal portion of such advance unless otherwise provided in the regulations of 
United States of America, acting through the Rural Housing Service, United States Department of 
Agriculture. 

F. Whether or not the note is insured by Secured Party, Secured Party may at any time pay any other 
amounts required in this instrument to be paid by Debtor and not paid when due, including any costs 
and expenses for the preservation of protection of the collateral or its security interest, as advances for the 
account of Debtor. All such advances shall bear interest at the rate borne by the note which has the 
highest interest rate. 



G. All advances by Secured Party as described in this instrument, with interest, shall be immediately due 
and payable by Debtor to Secured Party without demand at the place designated in the latest note and 
shall be secured by this instrument. No such advance by Secured Party shall relieve Debtor from breach 
of the covenant to pay. Any payment made by Debtor may be applied on the note or any indebtedness to 
Secured Party secured hereby, in any order Secured Party determines. 

H. In order to secure or,better secure the above mentioned obligations or indebtedness, Debtor will 
execute and deliver to Secured Party at any time, upon demand, such additional security instruments on 
such real and personal property as Secured Party may require. 

IV. IT IS FURTHER AGREED THAT: 
A. Until default Debtor may retain possession of the collateral. 

B. Default shall exist under this instrument if Debtor fails to perform or discharge any obligation or to 
pay promptly any indebtedness secured by this instrument or to observe or perfom any covenants or 
agreements in this instrument or in any supplementary agreement contained, or if any Debtor’s 
representations or warranties herein prove false or misleading, or upon the death or incompetency of the 
parties named as Debtor, or upon the bankruptcy or insolvency of anyone of the parties named as Debtor. 

(1) Secured Party, at its option, with or without notice as permitted by law, may (a) declare the 
unpaid balance on the note and any indebtedness secured by this instrument immediately due and payable, 
(b) enter upon the premises and take possession of, repair, improve, use, and operate the collateral or 
make equipment useable, for the purpose of protecting or preserving the collateral of this lien, or 
preparing or processing the collateral for sale, and (c) exercise any sale of other rights accorded by law. 

(2) Debtor (a) agrees to assemble the collateral and make it available to Secured Party at such 
time(s) and place(s) as designated by Secured Party, and (b) waives all notices, exemptions, compulsory 
disposition and redemption rights. 

(3) A default shall exist under any other security instrument held or insured by Secured Party and 
executed or assumed by Debtor on real or personal property. Likewise, default under such other 
security instrument shall constitute default under this instrument. 

C. Proceeds from disposition of collateral shall be applied first on expenses of retaking, holding, 
preparing for sale, selling and the like and for payment of reasonable attorneys’ fees and legal expenses 
incurred by Secured Party, second to the satisfaction of prior security interests or liens to the extent 
required by law and in accordance with current regulations of the United States of America acting through 
the Rural Utility Service, United States Department of Agriculture, third to the satisfaction of 
indebtedness secured by this instrument, fourth to the satisfaction of subordinate security interest to the 
extent required by law, fifth to any other obligations of Debtor owing to or insured by Secured Party, and 
sixth to Debtor. Any proceeds collected under insurance policies shall be applied first on advanyy and 



expenditures made by Secured Party, with interest, as provided above, second on the debt evidenced by 
the note, unless Secured Party consents in writing to their use by Debtor under Secured Party's direction 
for repair or replacement of the collateral, third on any other obligation of Debtor owing to or insured by 
Secured Party, and any balance shall be paid to Debtor unless otherivise provided in the insurance 
policies. Debtor will be liable for any deficiency owed to Secured Party after such disposition of 
proceeds of the collateral and insurance. 

D. It is the intent of Debtor and Secured Party that to the extent permitted by law and for the purpose of 
this instrument, no collateral covered by this instrument is or shall become realty or accessioned to other 
goods. 

E. This instrument is subject to the present regulations of the Secured Party and to its future regulations 
not inconsistent with the express provisions of this instrument. 

F, If any provision of this instrument is held invalid or unenforceable, it shall not affect any other 
provisions, but this instrument shall be construed as if it has never contained such invalid or 
unenforceable provision. 

G. The rights and privileges of Secured Party under this instrument shall accrue to the benefit of its 
successors and assigns, All covenants, warranties, representations, and agreements of Debtor contained in 
this instrument are joint and several and shall bind personal representatives, heirs, successors, and assigns. 

H. If at any time it shall appear to secure that Debtor may be able to obtain a loan from a responsible 
cooperative for private credit source, at reasonable rates and terms for loans for similar purposes and 
periods of time, Debtor will, upon Secured Party's request, apply for and accept such loan in sufficient 
amount to pay the note and indebtedness secured by this instrument and to pay for any stock necessary to 
be purchased in 8 coopemthe lending agency in connection with such loan. 

I. Secured Party shall have the sole and exclusive rights as the Secured Party under this instrument, 
including but not limited to the power to grant or issue any consent, release, subordination, continuation 
statement or termination statement, and no insured holder shall have any right, title, or interest in or to the 
security interest created by this instrument or any benefits, of it. 

J. SECURED PARTY HAS INFORMED DEBTOR THAT DISPOSAL OF PROPERTY 
COVERED BY THE SECURITY AGREEMENT WITHOUT THE CONSENT OF SECURED 
PARTY, OR MAKING ANY FALSE STATEMENT IN THIS SECURITY AGREEMENT OR 
ANY OTHER LOAN DOCUMENT, MAY CONSTITUTE A VIOLATION OF FEDERAL 
CRIMINAL LAW. 



K. Failure by the secured party to exercise any right--whether once or often--shall not be construed as a 
waiver of any covenant or condition or the breach of such covenant or condition. Such failure shall also 
not affect the exercise of such right without notice upon any subsequent breach of the same or any other 
covenant or condition. 

L. The Debtor will submit to the United States of America, acting through the Rural Utility Service, 
United States Development of Agriculture a properly executed balance sheet and budget no later than 90 
days after the end of the fiscal year. 

M, The Debtor is required to maintain all necessary fire, liability and fidelity insurance policies. 

N. The Debtor must not incur any additional loan obligations without the prior concurrence of the United 
States of America, acting through the Rural Utility Service, United States Department of Agriculture 
concurrence. 

Graham County Utilities, Inc 

By: 

Date 

Date 



, 

Position 5 FORM APPROVED 
OMB. NO. 0575-0015 

LOAN RESOLUTION SEC AGREEMENT 

A RESOLUTION OF THE I 
OF THE I AUTHO 

CIPAL AMOUNTOF FOR THE PURPOSE 

OF PROVIDING A PORTION OF THE COST OF ACQUIRING AND CONSTRUCTING A 

Water FACILITY, PROVIDING FOR THE CO CnON,  HANDLING, 
AND DISPOSITION OF REVENUES THEREFROM, AND AUTHORIZING MAKINGS OF PROMISSORY 
NOTE(S), SECURITY INSTRUMENTS, AND PLEDGES OF REVENUES TO EVIDENCE AND 
SECURE THE PAYMENT OF SAID INDEBTEDNESS AND FOR RELATED PURPOSES. 

WHEREAS, the GRAHAMC 

(hereinafter referred to as the "Organization"), was organized under 

the purpose of providing a 

(hereinafter referred to 
as the "Facility") to serve the Members of the said Organization; 

WHEREAS, a meeting of the members of the said organization was held on the day of 
pursuant to proper notice thereof to consider plans for the acquisition and construction methods of financing the Facility; and, 

as shown by the minutes of said meeting, of the 

present and voting 

members of record of the organization there were 

, and by a recorded majority vote, the Facility and its financing authorized; and, 

and in order to finance the Facility, the 
(hereinafter referred to as the "Board") is authorized and empowered, in their discretion, for and in the name of the 
organization, to make application to the United States of America, acting through the United States Department of Agriculture, 
(hereinafter referred to as the "Government"), for financial assistance; to cause the execution and delivery of a promissory 
note or notes or other evidence of indebtedness (hereinafter referred to as the "note"), and appropriate security instruments 
to secure any loan or loans made or insured by the Government; to comply with any requirements, terms or conditions prescribed 
by the Government or by Government regulations; and to execute contracts or enter into agreements and, without limitation, to take 
any and all other action as may be necessary, incidental or appropriate to finance, acquire, construct, complete, andor equip the Facility 
for and on behalf of the Organization. 
NOW THEREFORE, it is hereby resolved by the Board as follows: 

Board of Directors 

Section 1. (Determination of Board). That it is necessary to defr 
a loan made or insured by the Government in accordance with ap 
Act, it being determined that the Organization is unable to obtain sufficient credit elsewhere to finance the Facility, taking into 
consideration prevailing private and cooperative rates and terms currently available; 

e Facility by obtaining 
provisions ofthe Consolidated Farm and Rural Development 

I 
I 

' orting burden for this collection estimated to average I Itour per r a p  
existing dafa sources, gathering the data needed. and co 
this burden estimate or any other aspect of this collection of information, 
e, Clearance Oflcer, OIRM. Room 404-W, Washington, D C  202SO; and 
MB No. OS7S-OOlS). Washingion, DC 20503. 



I 1 * *  Section 2.. (Terms of Loan). That the Organization borrow $ 0.00 and issue as evidence 
thereof an installment promissory note in the form prescribed by the Government for the full principal amount of the loan. 
The note shall be  signed by the President, attested by the Secretary, and have the corporate seal of the Organization affixed 
thereto, and shall bear interest from its date, which shall be the date of delivery, at a rate not to exceed percent per 

annum; the principal and interest shall be paid over a period of 
forth in the promissory note, until the principal and interest are fully paid, except the final payment of the entire indebtedness, 

if not sooner paid, shall be due and payable 
to the payment of the accrued interest and second to the payment of the principal. Prepayments of any installment 
may be made in any amount at any time at the option of the Organization. 

years in accordance with the payment schedule set 

years from the date of the note. Each payment shall be applied first 

Section 3. (Assignment and Pledge of Revenue). The indebtedness hereby authorized to be incurred, together with the 
interest thereon, shall be payable from the gross income and revenue to be, derived from the operation of the Facility, a 
sufficient portion of which, to pay the principal and interest as and when the same shall become due, is hereby assigned, and 
pledged and shall be set aside for that purpose and this assignment and pledge shall extend to and include any assessments that 
may be levied pursuant to Section 5 (d) hereof. 

Section 4. (Protection and Disposition of Funds). The 
of the Organization shall be the custodian of all h n d s  of the Organization. Funds may be deposited in institutions insured by 
the State or Federal Government or invested in readily marketable securities backed by the full faith and credit of the United 
States. Any income from these accounts will be considered as revenues of the system. 

The 
of the Organization, note proceeds, the revenues from the Facility and any other income shall be deposited, which accounts 
shall be continually maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid: 

(a) Construction Account, 
The proceeds of the borrowing hereby authorized not disbursed contemporaneously with loan closing for incurred Facility 
costs, and at least the amount of 
connection fees, membership fees, or contributions shall be deposited in the Construction Account, which shall be established 
as required by the Government, Withdrawals from the construction account shall be made only on checks signed by the 

is hereby directed to establish the following accounts into which the current fimds 

to be contributed by the Organization from the collection of initial 

of theorganization as authorized by theBoard from timeto time, 

and with prior concurrence of the Government. At the option of the Government, the construction account may be established as 
a “supervised bank account”. Amounts in the supervised bank account exceeding $100,000 shall be secured by the depository 
bank in advance in accordance with U.S. Treasury Department Circular No. 176. Withdrawals from a supervised bank account 

shall be made only on checks signed by the 
by an authorized ofticial of the Department of Agriculture. The Organization’s share of any insurance or liquidated damages and other 
monies paid by defaulting contractors or their sureties will be deposited in the Construction Account to assure completion of the 
Facility. When all construction costs have been paid in full, any balance remaining in the Construction Account may be applied 
on the loan or used for other authorized purposes that have been approved by the Government and the Construction Account 
shall be clos’ed. 

of the Organization and countersigned 

(b) General Account 
As soon as the facility becomes revenue producing, all funds received shall be set aside in an account to be designated as the 
General Account, and disbursements and transfers from this account shall be in thefollowing priority: Debt Service, 
Operations and Maintenance, transfers to Reserve Account. Monies deposited in the General Account shall be used only in 
the manner and order as follows: 

(1) Borrowers making monthly USDA Debt Service Payments shall use the General Account for making such 
payments plus operating and maintenance expenses. Also, funds will be transferred from this account to the Reserve Account 
in accordance with (d) below. 

(2) Borrowers making other than monthly USDA Debt Service Payments shall use the General Account to pay 
operating and maintenance expenses. Other transfers from this account will be made in the following order: (i) Transfers 

to the Debt Service Account will be made in accordance with (c) below, (ii) Transfers to the Reserve Account will be made in 
accordance with (d) below. 

-2- 



(c) Debt Service Account 
For borrowers on other than monthly debt service payments, transfers, in proportion to income availability, shall be made 
from the General Account and set aside in an account designated as the Debt Service Account, in sufficient amounts which 
will accumulate for the next installment on the note. 

From the remaining funds in the General Account, after transfers and payments required in (b) ( I )  or (b) (2) and (c), there 
(d) Reserve Account 

shall be set aside into an account(s) designated as the Reserve Account(s) the sum of 

each month until the sum of $ 56,892.00 
fbnds may be withdrawn and used for such things as loan installments, emergency maintenance, extensions to facilities and 
replacement of short-lived assets, subject to conditions extablished by the Government. 

(e) Whenever there shall accumulate in the General Account amounts in excess of those required in 
subsections (b)( 1) and (2), (c), and (d), such excess will be used by the organization to make prepayments 
on the loan or retained in the General Account. 

as bookkeeping accounts or as separate bank accounts at the election of the Organization, unless otherwise 
directed by the Government. 

$ 474.10 

is reached. With the prior written approval of the Government, 

(f) The accounts required in subsections (b)(l) and (2), (c), and (d) may be established and maintained 

Section 5 .  (Other Covenants and Agreements of the Organization). The Organization covenants and agrees that so long as 

(a) It will indemnify the Government for any payments made or losses suffered by the Government. 
(b) It will comply with applicable State laws and regulations and continually operate and maintain the Facility 

(c) It will impose and collect such rates and charges that gross revenues will be sufficient at all times to provide 

the indebtedness hereby authorized remains unpaid; 

in good condition. 

for payment of the operation and maintenance thereof; the installment payments on the note; and the maintenance of 
the various funds herein created. All service rendered by or use of the Facility shall be subject to the full rates prescribed in 
the rules and regulations of the Organization; no free service by or use of the Facility will be permitted. 

Facility in good condition and meet installment payments on the note when the same become due if, for any reason, gross 
revenues are insufficient. 

financial affairs, and will provide for the annual audit thereof, in such manner as may be required by the Government; will 
provide the Government without its request a copy of each such audit; and will make and forward to the Government such 
additional information and reports as it may from time to time require. 

Facility and access to the property of the Facility so that the Government may ascertain that the Organization is complying 
with the provisions hereof and with the provisions of other instruments incident to the making or insuring of the loan. 

It will maintain at least such insurance and fidelity bond coverage as may be required by the Government. 
It will not borrow any money from any source or enter into any contract or agreement or incur any other 

(d) It will cause to be levied and collected such assessments as may be necessary to operate and maintain the 

(e) It will establish and maintain such books and records relating to the operation of the system and its 

(f) It will provide the Government, at all reasonable times, access to all books and records relating to the 

(9) 
(h) 

liabilities in connection with making extensions or improvements to the Facility, exclusive of normal maintenance, without 
obtaining the prior written consent of the Government. 

other organization, without obtaining the prior written consent of the Government. It will not dispose of or transfer title 
to the facility or any part thereof, including lands and interest in lands, by sale, security instrument, lease or other 
encumbrance, without obtaining the prior written consent of the Government. Revenue in excess of the amount 
required to maintain the accounts described by Section 4 herein will not be distributed or transferred to any other 
organization or legal entity. 

ti) It will not modify or amend the Articles of Incorporation or the Bylaws of the Organization without the 
written consent of the Government, 

(k) It will provide adequate service to all persons within the service area who can feasibly and legally be served 
and will obtain USDA’s concurrence prior to refusing new or adequate services to such persons. Upon failure to provide 
services which are feasible and legal, such person shall have a direct right of action against the organization or public body. 

with the facility are pledged as security for the loan. 

facility €or the purpose of avoiding or reducing adverse environmental impacts of the facility’s construction or operation. 

(i) It will not cause or permit any voluntary dissolution of its organization, or merge or consolidate with any 

(I) 

(m) 

All present and future contract rights, accounts receivable, and general intangibles arising in connection 

It will comply with the measures identified in the Government’s environmental impact analysis for this 
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’ 1. ’Sentipn 6. (Security Instruments). In order to securethe payment ofthe principal and interest of the note, the 
President and Secretary of the Organization are hereby authorized and directed to execute and deliver good and sufficient 
lien instruments, where necessary, encumbering the properties and assets both real and personal constituting said Facility, as 
completed or as the same may be thereafter extended, including an assignment and pledge of revenues and such other 
instruments as may be prescribed by the Government 

Section 7. (Refinancing). If at any time it shall appear to the Government that the Organization is able to refinance 
the amount of the indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsible 
cooperative or private credit sources at reasonable rates and terms for loans for similar purposes and periods of time, the 
Organization will, upon request of the Government, apply for and accept such loan in sufficient amount to repay the 
Government and will take such actions as may be required in connection with such loan. 

hereby certify that the 

members of whom 

of 
above, and that said resolution has not been rescinded or amended in any way. 

Board of Directors of such Organization or Corporation is composed of 

, constituting a quorum, were present at a meeting thereof duly called and held on the - day 

; that the foregoing resolution was adopted at such meeting by the vote shown 

I Dated, this 1 day of 

Section 8. (“Equal Employment Opportunity under Construction Contracts and Nondiscrimination”). The President 
and the Secretary be and they are hereby authorized and directed to execute for and on behalf of the Organization, Form 
RD 400-1, “Equal Opportunity Agreement”, and Form RD 400-4, “Assurance Agreement”. 

Section 9. In the case of a grant in  the sum not to exceed 
hereby accepts the grant under the terms as offered by the Government and that the 
and 
necessary or appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant 
and the Organization hereby resolves to operate the facility under the terms as offered in said grant agreement(s). 

$ 969,620.00 , the Organization 

of the Organization are hereby authorized and empowered to take all action 

Section 10. Default under the provisions of this agreement or any instrument incident to the making or issuing of the 
loan may be construed by the Government to constitute default under any other instnrment held by the Government and 
executed or assumed by the Organization, and default under any such instrument may be construed by the Government to 
constitute default hereunder. 

Section 1 I .  (Resolution of Contract). The provisions hereof and the provisions of all instruments incident to the making 
or the insuring of the loan, unless otherwise specifically provided by the terms of such instruments, shall constitute a contract 
between the Organization and the Government or assignee so long as the note hereby authorized remains unpaid. 

Section 12. This resolution shall take effect and be in force from and after the 
, being the date of its enactment. 

day of 

The vote was: Yeas Nays Absent 

GRAHAMACOUNTY UTILITIES INC 

(SEAL) (if applicable 

Attest: /I 

CERT I F I CAT1 ON 

I, the undersigned, as secretary of the GRAHAM COUNTY UTILITIES INC 



' I Skctitn 2. (Terms of Loan). That the Organization borrow $ 1,100,000.00 and issue as evidence 
thereof an installment promissory note in the fonn prescribed by the Government for the full principal amount of the loan. 
The note shall be signed by the President, attested by the Secretary, and have the,corporate seal of the Organization affixed 
thereto, and shall bear intcrest froin its date, which shall be the date of delivery, at a rate not to exceed 

annum; the principal and interest shall be paid over a period of 
forth in the promissory note, until the principal and interest are fully paid, except the final payment of the entire indebtedness, 

if not sooner paid, shall be due and payable 40 
to the payment of the accrued interest and second to the payment of the principal. Prepayments of any installment 
may be made in any amount at any time at the option of the Organization. 

4.125% percent per 

40 years in accordance with the payment schedule set 

years from the date of the note. Each payment shall be applied first 

Section 3. (Assignment and Pledge of Revenue). The indebtedness hereby authorized to be incurred, together with the 
interest thereon, shall be payable froin the gross income and revenue to be derived from the operation of the Facility, a 
sufficient portion of which, to pay the principal and interest as and when the same shall become due, is hereby assigned, and 
pledged and shall be set aside for that purpose and this assignment and pledge shall extend to and include any assessments that 
may be levied pursuant to Section 5 (d) hereof. 

Scction 4. (Protection and Disposition of Funds). The 
of the Organization shall be the custodian of all funds of the Organization. Funds may be deposited in institutions insured by 
the State or Federal Government or invested in readily marketable securities backed by the full faith and credit of the United 
States. Any income from these accounts will be considered as revenues of the system. 

The 
of the Organization, note proceeds, the revenues from the Facility and any other income shall be deposited, which accounts 
shall be continually maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid: 

(a) Construction Account. 
The proceeds of the borrowing hereby authorized not disbursed contemporaneously with loan closing for incurred Facility 
costs, and at least the amount of 
connection fees, membership fees, or contributions shall be deposited in the Construction Account, which shall be established 
as required by the Government. Withdrawals from the construction account shall be made only on checks signed by the 

is hereby directed to establish the following accounts into which the current funds 

to be contributed by the Organization from the collection of initial 

of the Organization as authorized by the Board from time to time, 

and with prior concurrence of the Government. At the option of the Government, the construction account may be established as 
a "supervised bank account". Amounts in the supervised bank account exceeding $1 00,000 shall be secured by the depository 
bank in advance in accordance with U.S. Treasury Department Circular No. 176. Withdrawals from a supervised bank account 

shall be made only on checks signed by the 
by an authorized official of the Department of Agriculture. The Organization's share of any insurance or liquidated damages and other 
monies paid by defaulting contractors or their sureties will be deposited in the Construction Account to assure completion of the 
Facility. When all construction costs have been paid in full ,  any balance remaining in the Construction Account may bc applied 
on the loan or used for other authorized purposes that have been approved by the Government and the Construction Account 
shall be closed. 

of the Organization and countersigned 

(b) General Account 
As soon as the facility becomes revcnue producing, all fimds received shall be set aside in an account to be designated as the 
General Account, and disbursements and transfers from this account shall be in the following priority: Debt Service, 
Operations and Maintenance, transfers to Reserve Account. Monies deposited in the General Account shall be used only in 
the manner and order as follows: 

( I )  Borrowers making monthly USDA Debt Service Payments shall use the General Account for making such 
payments plus operating and maintenance expenses. Also, funds will be transferred from this account to the Reserve Account 
in accordance with (d) below. 

( 2 )  Borrowers making other than monthly USDA Debt Service Payments shall use the General Account to pay 
operating and maintenance expenses. Other transfers from this account will be made in the following order: (i)  Transfers 
to the Debt Service Account will be made in accordance with (c) below, (ii) Transfers to the Reserve Account will be made in 
accordance with (d) below. 
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(c) Debt Service Account 
For borrowers on other than monthly debt service payments, transfers, in proportion to income availability, shall be made 
from the General Account and set aside in an account designated as the Debt Service Account, in sufficient amounts which 
will accumulate for the next installment on the note. 

From the remaining funds in the General Account, after transfers and payments required in (b) ( I )  or (b) (2) and (c), there 
(d) Reserve Account 

shall be set aside into an account(s) designated as the Reserve Account(s) the sum of $ 474.10 

each month until the sum of $ 56,892.00 
funds may be withdrawn and used for such things as loan installments, emergency maintenance, extensions to facilities and 
replacement of short-lived assets, subject to conditions extablished by the Government. 

(e) Whenever there shall accumulate in the General Account amounts in excess of those required in 
subsections (b)(l) and (2), (c), and (d), such excess will be used by the organization to make prepayments 
on the loan or retained in the General Account. 

as bookkeeping accounts or as separate bank accounts at the election of the Organization, unless otherwise 
directed by the Government. 

is reached. With the prior written approval' of the Government, 

(f) The accounts required in subsections (b)(l) and (2), (c), and (d) may be established and maintained 

Section 5. (Other Covenants and Agreements of the Organization). The Organization covenants and agrees that SO long as 

(a) 
(b) 

(c) 

the indebtedness hereby authorized remains unpaid; 
It will indemnify the Government for any payments made or losses suffered by the Government. 
It will comply with applicable State laws and regulations and continually operate and maintain the Facility 

It will impose and collect such rates and charges that gross revenues will be sufficient at all times to provide 
in good condition. 

for payment of the operation and maintenance thereof; the installment payments on the note; and the maintenance of 
the various funds herein created. All service rendered by or use of the Facility shall be subject to the full rates prescribed in 
the rules and regulations of the Qrganizatian; no free service by Or use of the Facility will be permitted, 

Facility in good condition and meet installment payments on the note when the same become due if, for any reason, gross 
revenues are insufficient. 

financial affairs, and wiJl provide for the annual audit thereof, in such manner as may be required by the Government; will 
provide the Government without its request a copy of each such audit; and will make and forward to the Government such 
additional information and reports as it may from time to time require. 

Facility and access to the property of the Facility so that the Government may ascertain that the Organization is complying 
with the provisions hereof and with the provisions of other instruments incident to the making or insuring of the loan. 

(d) It will cause to be levied and collected such assessments as may be necessary to operate and maintain the 

(e) It will establish and maintain such books and records relating to the operation of the system and its 

Q It will provide the Government, at all reasonable times, access to all books and records relating to the 

(9) 
(h) 

It will maintain at least such insurance and fidelity bond coverage as may be required by the Government. 
It will not borrow any money from any source or enter into any contract or agreement or incur any other 

liabilities in connection with making extensions or improvements to the Facility, exclusive of normal maintenance, without 
obtaining the prior written consent of the Government. 

other organization, without obtaining thr; prior written cenmnt of the Government, It will net dispoge of or transfer title 
to the facility or any part thereof, including lands and interest in lands, by sale, security instrument, lease or other 
encumbrance, without obtaining the prior written consent of the Government. Revenue in excess of the amount 
required to maintain the accounts described by Section 4 herein will not be distributed or transferred to any other 
organization or legal entity. 

0) It will not modify or amend the Articles of Incorporation or the Bylaws of the Organization without the 
written consent of the Government, 

(k) It will provide adequate service to all persons within the service area who can feasibly and legally be served 
and will obtain USDA's concurrence prior to refusing new or adequate services to such persons. Upon failure to provide 
services which are feasible and legal, such person shall have a direct right of action against the organization or public body. 

All present and future contract rights, accounts receivable, and general intangibles arising in connection 
with the facility are pledged as security for the loan. 

It will comply with the measures identified in the Government's environmental impact analysis for this 
facility for the purpose of avoiding or reducing adverse environmental impacts of the facility's construction or operation. 

(i) It will not cause or permit any voluntary dissolution of i ts  organization, or merge or consolidate with any 

(1) 

(m) 
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t of the 
o execute and deliver good and 

ments). In order to 
of the Organization are hereby authorize 

lien instruments, where necessary, encumbering the properties and 
completed or as the same may be thereafter extended, including an assignment and pledge of revenues and such other 
instruments as may be prescribed by the Government 

d personal constituting said Facility, as 

Section 7. (Refinancing). If at any time it shall appear to the Go t that the Organization is 
the amount of the indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsible 
cooperative or private credit sources at reasonable rates and terms for loans for similar purposes and periods of time, the 
Organization will, upon request of the Government, apply for and accept such loanin sufficient amount to repay the 
Government and will take such actions as may be required in connection with such loan. 

Section 8. (“Equal Employment Opportunity under Construction C and Nondiscrimination 
and the Secretary be and they are hereby authorized and directed to execute for and on behalf of the Organization, Form 
RD 400-1, “Equal Opportunity Agreement”, and Form RD 400-4, “Assurance Agreement”. 

Section 9. In the case of a grant in the sum not to exceed , the Organization 
accepts the grant under the terms as offered by the Governmen 

and 
necessary or appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant 
and the Organization hereby resolves to operate the facility under the terms as offered in said grant agreement(s). 

Section 10. Default under the provisions of this agreement or any instrument incident to the makin 
loan may be construed by the Government to constitute default under any other instrument held by the Government and 
executed or assumed by the Organization, and default under any such instrument may be construed by the Government to 
constitute default hereunder. 

of the Organization are hereby authorized and empowered to take all action 

Section 1 1. (Resolution of Contract). K e  p hereof and the provisions of all instruments i 
or the insuring of the loan, unless otherwise specifically provided by the terms of such instruments, shall constitute a contract 
between the Organization and the Government or assignee so long as the note hereby authorized remains unpaid. 

Section 12. This resolution shall take effect and be in for day of 
, being the date of its enactment. 

The vote was: Yeas Nays Absent 

I, the undersigned, as secretary of the 

of ruch Organization or CoPperatton is coinposed of 

members of whom 

of 
above, and that said resolution has not been res 

, constituting a quorum, were present at a meeting thereof duly called and held on the - day 

Dated, this 1 day of 
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